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INSTITUTIONAL ASPECT
OF THE RUSSIAN ECONOMY
REGIONAL DEVELOPMENT

Abstract

The urgency of the issue under research takes place due to the fact that the institutional
system forms prerequisites for economic development of regions and affects the rate
of economic growth and welfare of the population not only at the local, but also at the
federal level. The article reveals the peculiarities of the institutional aspect of regional
development, gives recommendations on the improvement of institutions to smooth
the unevenness of regional development. As a scientific and methodological basis, the
methods of analysis and synthesis are used in the work, which allow to reveal the fea-
tures of regional institutions at the present stage. The use of statistical data reflecting
the main characteristics of Russian regions made it possible to reveal that regions de-
velop unevenly both in time and in space. The reasons for this are insufficient perfor-
mance efficiency of institutions, which duplicates the powers of federal and regional
authorities, the state’s participation in realizing ownership rights in the private prop-
erty system, insufficient protection of property rights, bureaucratic procedures, and
financial problems in the Russian economy. The above-mentioned shortcomings in
the system of regional institutes reduce the competitiveness of regions, and reduce the
volume of investments, which leads to further strengthening of their uneven develop-
ment, and exacerbating the issue of income differences of the population. The authors
believe that in order to improve the system of regional institutions and overcome the
asymmetry, it is necessary to systematize resources, develop differentiated interaction
at the regional and federal levels, and evaluate the effectiveness of the decisions made
with the help of leading indicators in business cycle phases.

Keywords regionalism, institutional system, uneven economic and
social development of regions, institute

JEL Classification  B52,E02,010

INTRODUCTION

The heterogeneity of the economic pace in Russia has intensified over
the years of the market economy. The reason for this is not only the
uneven development of regions, the different supply of their resourc-
es, which were the most in demand during the transformation of the
economy, but also the dependence on the trajectory of the previous
institutional development. The economic growth observed in the
country at the beginning of the first decade of the 21* century did not
mitigate the intensified centrifugal tendencies, and the financial crisis
led to further differentiation of regions in terms of living standards,
access to social services, development of production and transport in-
frastructure, and institutional organization.

In such conditions, the study of the institutional development aspect
of regional systems becomes relevant: how regional institutions op-
erate, what their specific features are, the reasons for successful and
problem regions, institutional factors for the resumption of economic
growth, further differentiation or convergence of regions in the eco-
nomic crisis.
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Also, institutional economic theory makes it possible to identify the basic institutions that contribute
to evolutionary development of regions and the direction of regional development in the context of the

economic crisis.

1. LITERATURE REVIEW

Institutionalism is a direction in economic thought,
the main emphasis of which is to analyze and fore-
cast effective economic institutions. Many studies
by foreign and Russian scientists are devoted to
the analysis of institutional factors of economic
development.

Thus, Commons views the institution as a collec-
tive action to control, liberalize and expand indi-
vidual action (Commons, 1931). Without institu-
tions in society there would be a conflict of interest
of individuals, universal violence of people against
each other, and this, ultimately, would lead to a
huge economic and social damage. North, a rep-
resentative of the modern school of institutional-
ism, defines the institution as rules, mechanisms
that ensure their implementation, and norms of
behavior that structure repeated interactions be-
tween people.

The peculiarity of the work of Russian scientists,
representatives of the institutional direction, was
the studies not only on market institutions, but
also formation and development specifics of the
institutional system. Kapelyushnikov and Latov
(2004) consider the relationship of institutions of
centralized ownership, Polterovich pays special
attention to the issue of institutional transforma-
tion and institutional traps. In a number of works,
development specifics of the institutional system
are used to explain the differences in economic
development of individual countries and regions
(Baranov et al.,, 2015). Other economists closely
link the development of institutional factors and
economic growth, noting that they are more sig-
nificant than geographic location and culture
(Asemoglu et al., 2005). Bush (1987) and Elsner
(2012) analyze the importance of existing institu-
tions in society through behavioral patterns that
primarily affect the social values of society.

Issues of institutional development are widely

studied by representatives of the foreign scientific
thought such as North (1931), Williamson (1985),
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Demsetz (1972), Commons (1931), Alchian (1972),
etc. According to North, economic institutional
development takes place when institutions are ask-
ing for “rules of the game”, and organizations op-
erate within the given framework as “players”. And
if the organization sees the possibility of making
a profit that cannot be obtained in conditions of
the already existing institutional system, there is
transformation of existing institutions that causes
economic development. In the domestic economic
thought, institutional development issues are con-
sidered in the works of Russian scientists such as
Polterovich (2001), Shastitko (2012), Nureev (2009),
Kirdin (2005), and others. Thus, Polterovich iden-
tifies two reasons for institutional development:
innovative, occurring in the course of natural se-
lection of institutions, and imitative, emerging at
the time of transition of institutions from other
institutional systems. Regionalization has been
examined by many researchers. Acemoglu (2005),
Bush (1987), Elsner (2012) examine the influence
of institutional factors on social development of
economic systems. Porter (2001), Lagendijk (2000),
and Sanders (2002) believe that regional develop-
ment is influenced by cultural institutions, social
networks, clusters. Hermelo and Vassolo (2010)
examine the impact of institutional conditions
on hypercompetition development between indi-
vidual countries and regions, which, according to
the economists, is an important moving force in
economic development. Fang, Hasan and Marton
(2013) pay attention to the influence of institutions
on the state and development of the financial sec-
tor of the economy.

Russian economists Nureev (2009), Gareyev (2010),
Vol’chik (2013), Baranov (2015), etc., are searching
for characteristics of the institutional system of re-
gional development. They connect the existence of
uneven development of Russian regions with the
ineffectiveness of the existing institutional system,
generating social tension within the country and
creating obstacles to its further modernization.

A separate area of research has been the study of
possibilities and limitations of practical imple-



mentation of institutional theory with regard to
regional development through innovation, cluster
development concepts (Porter, 2001; Matveev et
al., 2016), and concepts of agglomeration develop-
ment of territories (Lagendijk & Cornford, 2000).
Eriksen (2005), Sanders (2002) link regional de-
velopment to the existence of specific institutions,
culture, social networks, Dias and Tebaldi (2012)
consider the main purpose of the institutional sys-
tem to stimulate the human capital development.

Amin, in his studies, uncovers the prerequisites for
the institutional turnaround to a regional econo-
my, related to the overcoming of limitations with-
in the framework of Keynesian and neoclassical
concepts (Amin, 1999).

Vol’chik (2013) believes that the development of
regional institutions is a major problem, since it is
economic and institutional heterogeneity that gen-
erates conflict within the country, hinders mod-
ernization and leads to destabilization of society.

The goal of the study is to analyze the existing in-
stitutions of regional development in Russia, as
well as to develop recommendations for improv-
ing the institutional system in order to eliminate
disproportions in regional development.

2. METHODS

In the course of the research, the following meth-
ods were used: theoretical (analysis, synthesis,
generalization, analogy method); empirical (study
of regulatory documentation); and methods of
mathematical statistics and graphical representa-
tion of results.

The use of theoretical methods of cognition made
it possible to identify performance features of re-
gional institutions at the present stage, to deter-
mine their influence on the development of region-
al economic systems. The identification of regional
differences in the level of economic development
became possible through the use of empirical com-
parison methods. Methods of mathematical statis-
tics allowed forming groups of statistical data re-
flecting the main characteristics of the regions in
Russia, and allowed identifying that the regions
develop unevenly both in time and in space.
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3. RESULTS

In the globalized economy, not only countries, but
also regions are increasingly becoming involved in
competition for foreign and domestic investment,
access to technology. All these changes require an
appropriate institutional environment that will
ensure regions achieve desired results, stimulate
economic growth, and have sufficient impact on
social and economic development. The effective-
ness of existing institutions can be assessed by
main macroeconomic development indicators of
the whole country and its individual regions.

Considering the main characteristics of regions in
Russia (Table 1), one can see that regional develop-
ment is uneven both in time and in space (Russian
Statistical Yearbook, 2016). The Central Federal
District is the most developed one, which houses
every fourth inhabitant of the Russian Federation
and accounts for only one-fifth of the country’s
territory. It produces 35.6% of Gross Regional
Product (GRP), the majority of agricultural pro-
duction, manufacturing and retail trade. This re-
gion also accounts for the main share of invest-
ments in fixed assets (25.2%). The Volga Federal
District ranks second in terms of GRP produc-
tion (15.6%), agricultural production and tax rev-
enue, while the region is inhabited by 1/5 of the
country’s population. The Urals Federal District
has been developing rapidly in recent years. And
this is not surprising, because it accounts for more
than half of all minerals extraction mined in our
country. The lowest indicators of the average an-
nual number of employees, retail trade, and fiscal
revenues are in the Far Eastern Federal District,
which is due to infrastructure underdevelopment,
difficult transport accessibility of this region.

Gross Regional Product per capita is presented in
Table 2.

The highestlevel of GRP is in the Central, Urals and
Far Eastern Federal Districts, the lowest is in the
North Caucasus and Southern Federal Districts.
In the Volga and Siberian Federal Districts, it is
noticeably below the Russian average. At the same
time, inequality continues to deepen over the pe-
riod under review, since GRP growth rates are
uneven. These average indicators hide noticeable
differentiation that exists within Federal Districts.
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Table 1. The structure of the main indicators of regional development in the Russian Federation

(as of January 1, 2016, %)
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Far Eastern Federal District 36 42 | 48 | 54 | 66 6.1 51 1373 ¢ 171 ¢ 43 | 32

Here there are cases when the gap exceeds two or
three times, and compared to GRP per capita in
Moscow — 14 times.

In the “Concept of Long-Term Social and
Economic Development of the Russian Federation
20207, plans for the development of Russian re-
gions have been developed.

The main goal of the state regional policy in the
Concept 2020 was the problem of increasing the
balance of spatial development of the Russian
economy in order to reduce economic differenti-
ation in the level and quality of life of the popula-
tion. Overcoming these gaps is possible not only
through the fuller use of advantages of each re-
gion, creating new centers of economic growth
in them, but also by improving the institutional
environment (The Concept of Long-Term Social
and Economic Development of the Russian
Federation, 2008).

Table 2. Gross Regional Product per capita (rubles)

The following features of the Russian market sys-
tem block the establishment of effective institu-
tions (Startseva, Avakumova, 2008):

o formation of individual markets;

o unsuccessful experience of importing a num-
ber of institutions;

o high dependence of regions on administra-
tive-distributive relations, which is caused by
the production structure, poor transport ac-
cessibility of some territories of the country.

Institutions that promote economic development
are diverse: the property institution, entrepreneur-
ship, the government institution, etc. Their totality
determines the state of the economic system, sets
the framework for the behavior of economic en-
tities. The specifics of the formation of regional
institutions depend on the country’s institutional

Source: Regions of Russia. Socio-economic indicators 2010-2016, pp. 120-121.

District 2010 2011 2012 2013 2014

GRP (total) 2638286 . 3175153 . 3486415 . 377006 . 4031789
Central Federal District 3502042 4172881 451572 484482,7 535430,5
North-Western Federal District - 289%11,4 350764,2””; 3833394 403612,9 4279229
Southern Federal District 1687732 200306,5””5 2292145 ¢ 256444,6 280342,3
North Caucasus Federal District = 949153 1126476 = 1270421 1461172 . 1649059
Volga Federal District 1907195 2362402 2639762 284810,4 308508,5
Urals Federal District 4234954 5211922 5832439 6195409 6529354
Siberian Federal District 2144016 2494201 269171 2872938 316380,
Far Eastern Federal District 334909,9 403572,5 4317681 4541441 518185,5
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Table 3. Distribution of enterprises and organizations by forms of ownership (in %)

Source: Compiled according to the data from the Russian Statistical Yearbook (2016).

Form of ownership 1995 2000 2010 2012 2013 2014 2015 2016
State—pyyrnred 77777777777 ”14.737 45 3 25 3 23 3 24 3 23 3 22 3 23
Municipal-owned 8.8 65 1 51 1 47 0 47 . 45 42 i 43
Privately owned 63.4 e 851 859 © 859 . 862 | 868 865
CrpmeAiom lsoctond 42673333829 8
Other forms of ownership 9.3 7.4 4.1 4.1 4.1 4 3.9 3.9

system, the prevailing formal or informal norms
and rules of agents’ behavior, the prevailing struc-
ture of production, distribution and consumption.

The modern property institution in Russia is based
on the principles of the command economy, where
the state ownership was the main form of owner-
ship. With the development of market relations in
Russia, the state ceased to be the sole owner, which
led to the separation of its rights into certain cat-
egories, necessitated the provision of guarantees
for the observance of these rights for all owners,
liability for the maintenance of the owner’s prop-
erty, its safety and related costs and risks (Alchian
& Demsetz, 1972).

At the same time, transformation of the proper-
ty institution took place in two ways: on the one
hand: decomposition and liquidation of the state
system of property relations, legalization of crimi-
nal property and spontaneous growth of private
property based on the initial accumulation of
capital, and on the other - parallel transforma-
tion of this formally private or mixed property.
Privatization, economic liberalization and in-

creased competition have become necessary con-
ditions for the formation of the private property
institution. Over the past 20 years, in terms of in-
stitutional development of private property Russia
has come very close to countries with developed
economies (see Table 3).

Thus, the share of privately owned enterprises was
86.5% in 2016, which is 2.7% more than in 2009 af-
ter the crisis. The share of state-owned and munic-
ipal-owned enterprises decreased by 16.5% in 2016
compared to 1995. The share of privately owned
enterprises increased over the entire period under
review, recessions in positive dynamics are ob-
served only during periods of crisis in the econo-
my (2008-2009), and also after the introduction of
economic sanctions (2015-2016). Considering the
regional structure of private property, we see that
in the last 5 years it has changed insignificantly.
The increase in the share of private property of
about 1% was in the Central, Volga and Siberian
Federal Districts, in the Southern and North-
Caucasian Federal Districts, the share of privately
owned enterprises remained unchanged - 6.2%
and 2.4%, respectively, for 2010-2015.

Table 4. Distribution of enterprises and organizations by forms of ownership (%)

Source: Calculated according to regions of Russia. Socio-economic indicators, 2010-2016.

Form of ownership

District , 2010 , , 2015 ,

State- | Municipal- | Privately State- | Municipal- | Privately

owned : owned : owned owned : owned : owned
RF (total) 100 100 100 100 100 100
Central Federal District 275 23 39.5 24.2 22.7 - 38.8
North-Western Federal District 19 7.8 13.5 12 6.9 13
Southern Federal District 8.1 9.1 6.3 8.7 9.8 7
North Caucasus Federal District 64 55 24 72 67 7 27.4 7
Volga Federal District 189 25 148 207 237 158
Urals Federal District 67 7.8 88 69 81 84
Siberian Federal District 133 166 111 131 167 108
Far Eastern Federal District 7.2 5.2 3.6 7.2 5.4 3.8
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Source: Compiled according to the data

2010 from the Doing Business Report (2010-2017).
200
2017 150 2011
.
100 ¢
507
®
2016 Q 2012
2015 . 2013
2014

Figure 1. Rating indicators of Russia in the Doing Business Report in 2010-2017

In a number of districts there was an increase in
the share of state-owned and municipal-owned
enterprises: in the Central Federal District, for
example, the share of state-owned enterprises in-
creased by 5.8%, in the North-Western Federal
District — by 5%, in the Southern and Urals Federal
Districts the increase was insignificant. The share
of municipal-owned enterprises increased in
the Central, North-Western, Volga and Siberian
Federal Districts.

The data in Table 4 show that, under the develop-
ment conditions of the private property institu-
tion, the state is not limited to be the guarantor
of property rights, but actively intervenes in the
rights of other economic entities. First of all, the
state’s share has increased in large companies,
which affects the mechanism for making man-
agement decisions, the change of ownership. The
guarantee of property rights in business is pro-
vided by the state from within, which generates
inequality in relation to other market partici-
pants. At the same time, the state does not always
invest its income in the same company. It can
create new state corporations, which leads to in-
creased competition in this industry, while cor-
porations with state participation receive exclu-
sive status, as they are not subject to bankruptcy
laws, public procurement, which leads to a blur-
ring of the legal system and, as a result, weakens
the market economy. Also, the state and its rep-
resentatives affect the property, leaving behind
decisions about which objects can be transferred
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to private ownership, transition conditions, and
it contradicts the principles of this institution
performance.

Another problem of the property institution per-
formance is that often formally fixed private prop-
erty rights are insufficient grounds for the realiza-
tion of these rights. In economic disputes between
the parties, the percentage of arbitration proceed-
ings is the highest, it amounted to 65% in 2016. In
total for the period 2010-2016, the number of ap-
plications filed in arbitration courts increased by
27.2% (Federal Arbitration Courts of the Russian
Federation, 2016). In the structure of the cases
considered, the main part is made by claims for
economic disputes, and their share is steadily
growing: from 65.4% in 2013 to 76.8% in 2016. The
largest number of disputes are about non-fulfill-
ment or improper performance of obligations un-
der the contracts — 69.4% in 2016, disputes related
to the protection of property rights amounted to
1%, while claims of this category are on the 8th
place out of 27 on the frequency of consideration,
which illustrates the urgency of the problem of
private property protection in the modern econ-
omy of Russia.

To overcome the above problems in modern con-
ditions, the state should abandon the role of the
participant in the process of realizing ownership
rights in the private property system and concen-
trate on protecting all types of property rights in
equal measure.
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Source: Compiled according to the data from the Doing Business Report in 2010-2017
International trade e —— T ——
Resolving insolvency o "
Enforcement of contracts g
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Figure 2. The place of Russia in the ranking on ease of doing business 2016—-2017

Another equally important institution that ensures
the balanced development of regions and the coun-
try as a whole is the institution of entrepreneurship,
which forms a system of incentives for economic en-
tities activity, determines the options for selecting
agents’ goals, and the ways and costs of achieving
these goals.

According to the All-Russian Public Opinion
Research Center-VTSIOM (VTsIOM, 2016), bureau-
cracy (26%) and large taxes (20%), as well as serious
financial costs, lack of the necessary seed capital
(12%), tough competition (11%) in general (14%) are
considered the main obstacles to doing business in
Russia. Also, entrepreneurs are critical enough about
some aspects of Russian public policy, its flexibility
and compliance of practical measures with the stat-
ed facilities.

The basis for assessing the effectiveness of the institu-
tional environment of entrepreneurship is the analy-
sis of the Doing Business Report, the annual survey
of the World Bank Group that estimates the ease of
doing business in 183 countries (see Figure 1).

The analysis of the institutional environment
uses indicators that measure the degree of state
regulation, protection of property rights and

their influence on the behavior of firms: indica-
tors characterizing the degree of the economy
regulation (the number of procedures necessary
to start a business, registration of property), the
results of regulation (the costs of fulfilling con-
tracts, the time of passing the bankruptcy pro-
cedure), the measure of legal protection of prop-
erty rights (openness of information for investors,
etc.). Russia, according to the Doing Business
Report, is finally in the first hundred rating on
ease of doing business over the period of 2010-
2017. Despite the worsening of the final rating
(from the 36th place in 2016, Russia dropped to
the 40th place in 2017), the place of the Russian
Federation in the rating improved by 10 crite-
ria out of 11 in 2017. The only exception was the
worsening situation in international trade, here
the Russian Federation fell to 2 rating positions
(see Figure 2). According to the rating, settlement
of commercial disputes in Russia takes half the
time (less than 365 days) compared to the world
average (637 days). The time frame for opening
a bank account for legal entities has been re-
duced, it is not required to introduce authorized
capital before the registration of the enterprise.
Entrepreneurs are no longer required to notify
the tax authorities and extra-budgetary funds
about opening or closing a bank account.
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Terms of registration of property rights are
reduced from 22 to 10 working days. A regis-
ter of notices on the pledge of movable prop-
erty was created and amendments were made
to the legislation that allow a general descrip-
tion of the mixed category of assets for collat-
eral. Registration of property rights in Russia is
three times faster (up to 15 days) than the world
average (51 days).

When obtaining construction permits, at pres-
ent it is not necessary to coordinate the project
documentation with the water supply and sani-
tation organization, there is no need to receive
a sanitary and epidemiological certificate, the
agreement with the Ministry of Emergency
Measures and the payment for issuing techni-
cal specifications for connecting the building to
the networks have been canceled.

The process of connecting to the power grid was
simplified and cheaper in three times. As to the
reliability of the connection to the power grid,
Russia has one of the best practices in the world
and outperforms most of the countries that are
members of the Organization for Economic
Cooperation and Development (OECD). In
Russia, three procedures are required to con-
nect to electric grids, in this aspect it divides
the first place with countries such as Germany,
Hong Kong, and South Korea.

If we consider the rating of individual regions,
then for the period 2014-2017 the evaluation
conducted by the Agency for Strategic Initiatives
shows that the leading positions are occupied by
the Central, Volga and Urals Federal Districts,
which occupy first, second and third positions,
respectively. The last place is taken by the Far
Eastern and North Caucasus Federal Districts,
which is due to the low development level of
institutions for doing business, inadequate de-
velopment of the district’s infrastructure and
low level of entrepreneurial activity (Agency for
Strategic Initiatives, 2014-2017).

Increasing Russia’s position to the top ten in
the world ranking of the Doing Business Report
will largely depend on effective state regulation
of the institutional system, while the priority ar-
eas can be: strengthening motivation for doing
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business through stabilization of the economy,
improving the market infrastructure, credit
availability, increase in state structures efficien-
cy supporting business activity.

Let’s consider interaction of government insti-
tutions and entrepreneurship as their mutual
relations also have some specific features.

If we talk about the government institution, at
the regional level it depends on the federal cen-
ter very much: there is a duplication of power
between federal and regional authorities, re-
gions practically do not compete with each
other. Another interaction feature of govern-
ment institutions and entrepreneurship is the
existence of interregional contradictions and
imbalances, such as hypertrophy of reproduc-
tive processes in regions with a chronic depres-
sive state, a sharp increase in the level of eco-
nomic development of the country’s territories
due to raw materials orientation of the economy
(Grishakov, 2012). Many regions are charac-
terized by the presence of large vertically inte-
grated companies, on the one hand, which have
absorbed the bulk of industrial production, and
on the other hand, the entry of state representa-
tives in business or vice versa is observed at the
regional level.

In most cases, vertically integrated companies do
not take into account the problems of increasing
the competitiveness of territories, which causes
asymmetry in the interaction of institutions and
leads to deformation of the country’s economic
development. An important factor is the uneven
distribution of investment across regions, as
they are mainly concentrated in districts rich in
natural resources (see Figure 3).

There are three forms of relations between govern-
ment institutions and institutions of entrepreneur-
ship: “white”, “gray” and “black”. White is adminis-
trative and economic regulation of business (licens-
ing, registration); gray represents informal payments
from entrepreneurs (creation of various funds for ad-
ditional deductions, conclusion of additional agree-
ments on cooperation, sponsorship); black is infor-
mal criminal relationship (corruption). As a result
of this interaction, the state decides to reduce social

tensions in society, and increases the growth of rev-
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Source: Compiled according to the data from the Russian Statistical Yearbook (2016).
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Figure 3. Investments in the fixed capital of enterprises (%)

enues of regional budgets. Entrepreneurs ensure
themselves an increase in the investment attractive-
ness of their firms, tax incentives and loyalty on the
part of government authorities.

In addition, institutions of entrepreneurship are
influenced by global processes. One such is in-
ternationalization, which affects these institu-
tions simultaneously and everywhere. This im-
pact is reflected in the influence of transnational
corporations and international institutions (the
International Monetary Fund, the United Nations,
the World Trade Organization). The problems of
this stage are: the need for Russia to fit into the
global division of labor, to overcome multiple bar-
riers and the difference in technical standards.

To improve the performance of government insti-
tutions and institutions of entrepreneurship, it is
first of all necessary to overcome the asymmetry
that has arisen between them, having coordinated
the interests of these institutions in a number of
key areas (Grishakov, 2012).

At the initial stage, there is systematization of re-
sources (economic, political, information, innova-
tive, financial, expert), which have both institutions.

Further, it is necessary to develop a process of their
differentiated interaction at the local, regional and
federal levels with the government institution and
with subsequent harmonization of the interests of
both institutions.

At the last stage, it is necessary to assess the ef-
fectiveness of decisions taken, both under favor-
able and unfavorable conditions. At the same time,
leading indicators will play an important role (in-
dicators characterizing the problems that arise in
advance in the process of interaction between gov-
ernment and entrepreneurship, primarily at the
regional level), as there will be an opportunity to
forecast the phases of the business cycle. Forecasts
of economic development can be based on extrap-
olation, econometric models, survey data of eco-
nomic agents, etc.

At the same time, the formation of effective insti-
tutions for regional development is possible only if
all the above directions are coordinated. The need
for institutional changes is caused, first of all, by
the need for regions to actively develop and inte-
grate into the system of world economic relations,
while increasing the social standard of living in
the regions as a whole.
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CONCLUSION

Thus, the existing system of institutions causes disproportions in the development of the Russian econ-
omy, which is confirmed by the analysis of regional development in the Russian Federation.

The most developed regions are the Central, Volga and Urals Federal Districts, they produce the bulk of
GRP, production, the majority of the population lives there, and major investments are made in fixed capital.

One of the reasons for the uneven regional development is specific performance of a number of institu-
tions: government, entrepreneurship, property.

The peculiarity of the Russian property institution is that the Russian state is not only a guarantor of
property rights, but is also a full participant in transactions of other economic agents, influencing the
mechanism of making managerial decisions and transferring property rights. This practice is contrary
to principles of this institution performance, in addition, the problem of protection and specification of
property rights still remains urgent, most of all economic disputes are arbitration proceedings on non-
performance or improper performance of contracts.

The institutional environment for entrepreneurship is also unevenly developed. And in this case, the
leaders in the development of this institute are the Central, Volga and Urals Federal Districts. The
reasons that hamper the development and entrepreneurship, according to entrepreneurs’ assessments,
are the absence of starting capital, bureaucratic procedures, contradictions between stated government
regulations and practical measures in the state regulation of the economy.

The government institution is also not effective enough there is duplication of powers of federal and
regional authorities, regions practically do not compete among themselves. Government institutions
and institutions of entrepreneurship in Russia are closely connected: in many regions there are large
vertically integrated companies with a share of state structures that have absorbed the bulk of industrial
production, and also situations where state authorities in business are observed at a regional level.

Such a combination of state and business leads to an increase in disproportions in the country’s
economic development, since the bulk of investment is carried primarily to regions rich in raw
materials, and hypertrophied reproduction processes to regions with a chronic depressive state.
Overcoming the existing problems can be achieved through the introduction of leading indicators,
through which it will be possible to smooth out fluctuations arising from imperfections in the institu-
tional system during the economic cycle. At the same time, the state should limit its influence on prop-
erty rights and strengthen its role protecting all types of property rights in equal measure. The results of
scientific research can be applied in practice to improve the system of institutions, both at the regional
and national levels, to enhance the competitiveness of Russian regions.
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